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INTRODUCTION AND BACKGROUND

Break Free Alliance first addressed the issue of tobacco taxes and their impact on low
SES communities in 2002 as the National Tobacco Prevention Network. In an article
titted, Tobacco Taxes and Their Impact on Low SES Populations, the Network took the
position that the impact of increased tobacco taxes on low-income communities can be
further offset when additional tax revenues are used to finance prevention and
cessation programs that target the poor. In light of the increase in the federal tobacco
excise tax which took effect April 1, 2009, increasing the tax on cigarettes from 39 cents
to $1.01 per pack, this Break Free Alliance brief revisits the issue, summarizes recent
studies, and provides recommendations for advocates for directing funding back into
tobacco prevention and cessation programs that serve low SES individuals.

For the purposes of this document, Break Free Alliance broadly defines individuals of
low SES as those with 12 years of education or less, and those with low incomes (either
at or below the Federal poverty level). Characteristics that may also describe low SES
populations include the medically underserved, the unemployed, and the working poor.

PREVALENCE

During the past 40 years, smoking prevalence has declined overall and among each
sociodemographic subpopulation. However, large disparities in smoking prevalence
continue to exist by race/ethnicity and education level. The continuing higher prevalence
among several populations, such as persons with GED diplomas (41.3%), and persons
reporting family incomes below the federal poverty level (31.5%), emphasizes the need
for more effective policy and environmental and individual-level interventions to reach
and assist these subpopulations. Data for 2008 also indicates that those with 9-11
years of education had a 35.7% smoking rate, while adults with an undergraduate or
graduate degree had respective rates of 10.6% and 5.7%. Among the general
population, approximately 20.6% (46 million) of adults were current smokers in 2008 [1].

Americans living in poverty suffer disproportionately from tobacco-related morbidity and
mortality. This may be due to the fact that people living in poor communities are less
likely to have access to cessation programs or receive cessation advice. In addition,
individuals living in poor neighborhoods are more likely to be influenced by tobacco
industry marketing and more likely to purchase tobacco products.

Clearly, smoking cessation has immediate and long term benefits for men and women
of all income and education levels. The risk of lung and other cancers, cardiovascular
diseases, chronic lung diseases, and acute heart attack all significantly decrease when
individuals quit smoking [2]. In order to reduce tobacco use prevalence among
individuals of low income and low educational attainment, funding must be directed to
programs to prevent youth initiation and increase cessation rates for current users.



THE ISSUE OF REGRESSIVITY

Traditionally, taxes on tobacco have been viewed as regressive. A regressive tax is one
for which the poor pay a higher percentage of their income in taxes than do the rich [3],
as is the case for tobacco products in that they are most often consumed at a greater
proportion by the low SES population [4]. Public health advocates have generally
supported taxes on tobacco products because of the harm that smoking does to both
smokers’ health and that of others. The Centers for Disease Control and Prevention,
Office on Smoking and Health, considers tobacco tax increases an important policy tool
that can reduce smoking rates and fund state anti-tobacco programs [5].

Economic analysis does show that cigarette taxes heavily burden poor smokers who do
not quit [6]. However, there is no doubt that increasing the price of tobacco products
through increases in excise taxes is an effective policy intervention to reduce initiation
by youth and young adults, reduce tobacco product consumption, and increase
cessation attempts by those wanting to quit. The argument that the regressivity of
tobacco taxes can be offset with targeted prevention/cessation programming for low
SES populations has merit. The problem is that few states have dedicated a portion of
new tax revenues to support health programs.

A REVIEW OF THE LITERATURE

There is clear evidence that one of the most effective tools to reduce smoking in the
general population has been tobacco taxes. The evidence is less clear as to whether
tobacco taxes result in significant reductions in smoking among low SES populations.

Numerous economic studies and peer-reviewed journals have documented that
cigarette price increases can lead to significant reductions in smoking among current
smokers and in the number of people who start smoking [7]. In addition, young people,
pregnant women, and other price sensitive groups, are considered especially sensitive
to tobacco price increases [8]. Increasing the price of tobacco products results in more
cessation attempts and reduces the level of initiation of tobacco use [9]. Further, youth
are more impacted by price increases because they have less expendable income [10].
A 10% increase in the real price of cigarettes is estimated to reduce consumption by
nearly 4% in the general population [11]. The Task Force on Community Preventive
Services recommends price increases through excise taxes as an effective policy
intervention to prevent smoking initiation by adolescents and young adults, reduce
cigarette consumption, and increase the number of smokers who quit [12].

In the wake of significant budget shortfalls, many states have increased cigarette and
other tobacco product excise taxes to boost revenues. These increases in price have
been studied to examine whether or not increasing the price of tobacco products has an
impact on smoking cessation decisions of young adults, thereby influencing public
health. The estimates clearly indicate that increasing the price of cigarettes increases
the number of young adults who quit smoking. Given the well-documented benefits of
smoking cessation, a significant increase in cigarette excise taxes may be one of the
most effective means to reduce premature death and disease in the United States [13].

Smokers living in U.S. households at lower than the median income level were about 4
times more responsive to cigarette prices than smokers in households at higher than



the median income level [14]. Higher tobacco taxes can lead to the young and the poor
to quit smoking or not start in the first place. Some studies report that youth and low
income people are much more sensitive to the price of goods. Furthermore, such a
price increase, where it leads toward the poor to cease using tobacco, could lead to
reallocating their limited funds to food, housing, education and health care [15].

BREAK FREE ALLIANCE DATA

In 2002, Break Free Alliance conducted focus groups in four different health centers in
the United States and observed that smoking behavior does not significantly change in
response to price increases. Focus group sites were chosen based on states with the
highest tobacco use rates, including Arkansas, Nevada, New Mexico, and West
Virginia. All were members of the National Association of Community Health Centers.
Two focus groups were convened at each site, with 6-10 participants in each group. All
participants in the focus group were between the ages of 25 to 34 years of age, of low
socioeconomic status, and current smokers.

Four main topics were explored during the focus groups: 1) current smoking behavior
and attitudes; 2) brands and cost; 3) smoking and health; and 4) smoking cessation.
Results indicated that price increases do not lead to cessation. Most participants
reported that when the price of tobacco increases, they simply switch to less expensive
brands, purchase from non-traditional suppliers, or roll their own cigarettes. Although
many want to quit and attempt cessation, the majority simply “switch down” to a less
expensive brand [16].

The Break Free Alliance focus group findings are consistent with studies that have
looked at the impact of higher taxes on low income households and found that smoking
behavior changes less in response to higher cigarette prices. Spending on cigarettes in
these households can rise, further crowding out spending on other goods and services
[17].

THE OPPORTUNITY FOR STATES

For the low income populations we serve, this creates a dilemma: Does the benefit to
those that respond to price increases outweigh the cost to those that continue to
smoke? Increases in state and federal cigarette excise taxes per pack since 1995 have
provided an important contribution to preventing tobacco use and promoting cessation.
The Institute of Medicine (IOM) concluded that because excise taxes place a
disproportionate burden on lower-income smokers, revenue from excise tax increases
should be coupled with existing governmental financing to support cessation programs
and services, especially for lower-income smokers. Telephone-based tobacco-use
quitlines are an example of existing cessation services that might be expanded using
excise tax revenue [18].

State cigarette excise tax increases across the U.S. have increased revenue and
decreased cigarette consumption, often resulting in declines in prevalence [19]. Overall,
higher prices potentially reduce cigarette consumption through three channels: by



decreasing initiation, by increasing cessation, and by decreasing daily consumption of
current smokers [20].

Smoking-related death and disease carry a high cost, not only emotionally for the
families coping with such tragedy, but also for the health system and economy at large.
Cigarette smoking and exposure to secondhand smoke result in approximately 443,000
premature deaths, 5.1 million years of potential life lost, and $97 billion in productivity
losses in the United States each year [21]. Comprehensive tobacco control program
and policy recommendations have been provided to the public health community with
the goal of reducing tobacco use and secondhand smoke exposure so that they are no
longer a significant public health problem in the United States [5, 22].

Indeed, tobacco tax increases are an important policy tool that can reduce smoking
rates and fund state anti-tobacco programs [18], however, few states are investing tax
revenues in programs to combat tobacco use specifically among low SES populations,
while some are making dramatic cuts in spending on existing tobacco programs. The
current trend could impact low SES populations and their ability to obtain the resources
they need to quit along with messages to prevent further initiation. Based on
documented high prevalence rates of low SES smokers, states should make the
greatest possible efforts to motivate and assist smokers to quit. The decision to divert
tobacco tax revenues into non-tobacco related programs may eventually yield higher
smoking rates, or at the very least the leveling off of the downward trend the U.S. has
enjoyed, and to future increases in related health care costs. Clearly, there is a rational
case for dedicating a share of the tax revenue to funding campaigns and support for
smokers, with particular emphasis on low SES smokers.

CONCLUSIONS AND RECOMMENDATIONS:

e Advocates Should Support Tobacco Tax Increases: Break Free Alliance
supports tobacco tax increases. Tax increases deter youth from starting and
encourages some adults to quit. However, because an increase in the tobacco
tax falls disproportionately on low income individuals, we believe any tax
revenues should be used primarily to benefit them. Any tobacco tax increase
should have a portion of the increased revenues allocated to tobacco and other
chronic disease programs targeted to the low SES population. Examples of
specific interventions include but are not limited to:

1. Collaborating with social service organizations who serve the poor to assist
with outreach and promotion of state quitline services.

2. Partnering with not-for-profit organizations, such as faith-based agencies,
homeless service providers and substance abuse treatment facilities to
integrate brief cessation counseling and client support.

3. Collaborate with correctional institutions to assist them with adopting policies
prohibiting tobacco use and integrating cessation support for inmates and
staff and as a component of discharge planning.

o Remember that Affordability and Addiction are Two Different Things: Tax
increases alone should not be viewed as an effective cessation method for the




poor. This makes the assumption that the issue is one of affordability, when it is
actually one of addiction. Tax increases should be coupled with appropriate
cessation resources tailored to low SES subgroups.

Advocates Should Continue to Work on Strategies that Change the Social Norm:
Smoking is still normative behavior in poor communities. Therefore, even though
tobacco may become more expensive to purchase, the social norm in poor
communities keeps tobacco products “affordable”. Individuals will continue to
borrow from other users, buy single cigarettes, and support each other in their
addiction. Some promising practices to address social norm change include:

1. Assisting agencies who provide services in low SES communities to adopt
strong policies prohibiting tobacco use among clients/consumers on the
grounds of the facility and to integrate cessation programming into their
continuum of care.

2. Continue to work on the passage of local ordinances prohibiting tobacco use
in worksites, bars, parks, day care centers, public housing, personal
automobiles, etc.

3. Make sure social service providers are in compliance with state indoor air
laws. Many shelters, bars (especially in rural areas), and social service
providers may ignore laws and continue to allow smoking to appease their
clientele and employees.

Monitoring of Tobacco Advertising in Low SES Communities Must Continue: The
tobacco industry continues to target the poor with advertising and employ tactics
that offset tax increases in poor neighborhoods. By monitoring this in your state,
you can continue to educate community leaders and policy makers to address
the issue.

States Should Take Advantage of Medicaid Match: Because of the State’s high
federal match for Medicaid, the impact of the tobacco tax could be tripled by
investing some of these revenues in Medicaid tobacco prevention efforts, such
as funding tobacco quitlines or providing nicotine replacement therapy (NRT)
specifically for this population. States could elect to use a portion of tax revenues
to fund programs such as state earned income tax credit or child care assistance
to help low SES residents. The declining nature of the tobacco tax to fund
government services will present challenges in future years. However, the health
benefits of a cigarette tax and the opportunity to help thousands of the low
income population with improved health care clearly outweigh the shortcomings
of the tax.

Population-Based Strategies Must Be Linked with Tailored, Effective
Programming: There must be a continual push for more funds from the Master
Settlement Agreement (MSA) and/or dedicated funds from tobacco tax increases
for provision of proven tobacco control programming efforts, and for culturally
and linguistically appropriate programs to support cessation and quitlines. While
best practices have been shown to make an impact in the general population,
they are not always transferable to low SES communities. Tailored, community-
based interventions remain the best approach for reducing tobacco prevalence
among populations of low SES.




e State Quitline Services Must Be Promoted to Low SES Populations: Work with
your state quitline service provider to develop tailored outreach campaigns to low
SES populations. Social service providers, community clinics and others can
promote the quitline to their consumers.

e Provide Grassroots Organizations with Support to Mobilize Local Advocates:
Encourage community mobilization efforts to send a message to policy and
decision makers that their constituents support funding for tobacco prevention
and cessation programs, especially those that target low SES consumers. Let
policy makers know that by providing programs for low SES communities, their
state will see their health care costs gradually decline as prevention and
cessation programs reduce tobacco use.

The Break Free Alliance should be considered as a foremost resource for those seeking
information or in need of consultation on tobacco use and low SES populations. The
goal of the Alliance is to engage key organizations serving low SES populations in
tobacco control efforts and to assist them with resource development and assessments,
technical assistance, capacity building, and evaluation to prevent and reduce tobacco
use among their constituents. Additional information and specific contact information
can be found at: http://healthedcouncil.org/breakfreealliance/index.html
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SUMMARY SHEET

/ \ Tobacco Taxes and Their
Impact on Populations of
ALUANCE Low Socioeconomic Status

RECOMMENDATIONS:

e Tobacco tax increases should be supported, as these tax increases deter youth
from starting and encourage some adults to quit. However, because an increase in the
tobacco tax falls disproportionately on low-income individuals, some tax revenues should be used
primarily to benefit them. Any tobacco tax should have a portion of the new revenues generated
be applied to tobacco and other chronic disease programs targeted to the low SES population.

e Tax increases should be coupled with appropriate cessation resources tailored to
low SES subgroups: Tax increases alone should not be viewed as an effective cessation
method for the poor. This makes the assumption that the issue is one of affordability, when it is
actually one of addiction. Studies indicate that when the cost of cigarettes increase, poor smokers
will divert money spent on food to spending on cigarettes.

o Advocates Should Continue to Work on Strategies that Change the Social Norm
and Acceptance of Tobacco Use._

e Monitoring of Tobacco Advertising in Low SES Communities Must Continue. The
tobacco industry continues to target the poor with advertising and employ tactics that offset tax
increases in poor neighborhoods. By monitoring this in your state and local communities, you
can continue to educate community leaders and policy makers to address the issue.

e States Should Take Advantage of Medicaid Match: Because of a State’s high federal
match for Medicaid, the impact of the tobacco tax could be tripled by investing it in Medicaid
tobacco cessation and prevention efforts, such as funding tobacco quitlines or providing nicotine
replacement therapy (NRT) specifically for this population.

e Population-Based Strategies Must Be Linked with Tailored, Effective
Programming: Quitline cessation services alone will not significantly reduce smoking
prevalence in low SES populations. Quitline services must be coupled with community-based
cessation interventions. Advocacy efforts must be continued for more funds from the Master
Settlement Agreement (MSA) and/or dedicated funds from tax increases for provision of proven
prevention efforts, and for culturally and linguistically appropriate programs to support cessation
at the community level.

e State Quitline Services Must Be Promoted to Low SES Populations: State quitline
services need be tailored with outreach campaigns to low SES populations.

e Provide Grassroots Organizations with Support to Mobilize Local Advocates: Let
policy makers know that by providing cessation programming for low SES communities, their
state will see health care costs gradually decline as prevention and cessation programs reduce
tobacco use.

The Break Free Alliance should be considered as a foremost resource for those seeking
information or in need of consultation on tobacco use and low SES populations. The goal of the
Alliance is to engage key organizations serving low SES populations in tobacco control efforts
and to assist them with resource development and assessments, technical assistance, capacity
building, and evaluation to prevent and reduce tobacco use among their constituents. Additional
information and specific contact information can be found at:
http://healthedcouncil.org/breakfreealliance/index.html
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